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SUMMARY: THE HONG KONG GOVERNMENT HAS ANNOUNCED ITS AGREE- 
MENT TO PROVIDE LAND FOR CHINESE OIL FACILITIES TO BE ERECTED 
HERE, AND CHINESE AGREEMENT TO ALLOCATE 300,000 TONS OF PETRO- 
LEUM PRODUCTS TO THE COLONY DURING 1974. THIS WILL SERVE TO 
EASE THE FUEL SITUATION, BUT ECONOMIES WILL STILL BE REQUIRED 
TO KEEP TRADE AND INDUSTRY VIABLE, PARTICULARLY IF AT LEAST 
PART OE INDUSTRY'S 1974 EXPANSION GOALS ARE TO BE ACHIEVED. 

END SUMMARY. 

1 . HONG KONG GOVERNMENT DEPUTY COLONIAL SECRETARY AND CHAIR- 
MAN OF OIL POLICY COMMITTEE, MICHAEL CLINTON, ANNOUNCED 
FEBRUARY 4, THAT THE HONG KONG GOVERNMENT HAS MADE AVAILABLE 
TWO SITES FOR STORAGE OE OIL SUPPLIES FROM CHINA. THESE 
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FACILITIES, HE SAID, WOULD ENABLE THE CHINA RESOURCES COM- 


Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


PANY TO IMPORT "SIGNIFICANT QUANTITIES" OF OIL TO HONG KONG 
ON A "REGULAR LONG-TERM BASIS". ACCORDING TO PRESS 
REPORTS, CONSTRUCTION ON THE TWO SITES (SEVEN ACRES ON 
TSING YI ISLAND, FOR STORAGE OF FUEL ARRIVING BY TANKER, 

AND OVER TWO ACRES AT SHATIN, FOR OIL PRODUCTS ARRIVING 
BY RAIL) IS EXPECTED TO BEGIN SOON, TO LAST ABOUT TWO 
YEARS, AND TO COST APPROXIMATELY HK$50 MILLION (US$10 
MILLION). MEANWHILE, THE HONG KONG GOVERNMENT PROPOSED, 

MR. CLINTON SAID, TO CONSTRUCT A RAILWAY SIDING AT 
SHATIN, AND A SPUR RAILWAY LINE AT HUNGHOM, THUS EACILI- 
TATING CHINESE ACCESS RESPECTIVELY TO CHINESE AND WESTERN 
OIL FACILITIES. 

2. MR. CLINTON ALSO ANNOUNCED THAT CHINA RESOURCES HAD 
INDICATED THAT IT HAD SECURED FROM CHINA THE ALLOCATION 
OF SOME 300,000 TONS OF VARIOUS OIL PRODUCTS FOR HONG 
KONG DURING 1974. THIS REPRESENTED ABOUT SEVEN PERCENT 
OF HONG KONG'S TOTAL OIL DEMAND, AND WOULD BE "MOST 
WELCOME", GIVEN THE EXPECTED TEN PERCENT SHORTFALL IN 
MIDDLE EAST SUPPLIES. THE ADDITIONAL OIL TO BE OBTAINED 
FROM CHINA, HOWEVER, WOULD COVER ONLY FOUR PERCENT OF 
FUEL OIL REQUIREMENTS, AND IT WAS, THEREFORE, STILL 
"VITAL" FOR THE COMMUNITY TO ECONOMIZE IN THE USE OF 
ELECTRICITY, THE MAJOR CONSUMER OF FUEL OIL. 

3. THIS ANNOUNCEMENT FOLLOWED SHORTLY AFTER THE 
GOVERNMENT EASED RESTRICTIONS ON ADVERTISING AND DISPLAY 
LIGHTING. EXTENSION OF LIGHTING BY ONE HOUR HAD BECOME 
POSSIBLE, THE HKG ANNOUNCED FEBRUARY I, GIVEN RECENT 
ECONOMY MEASURES AND VOLUNTARY SAVINGS MADE BY THE PUBLIC. 
THE LEISURE-TOURIST INDUSTRY IS THUS SOMEWHAT MOLLIFIED, 

BUT MANUFACTURERS REMAIN UNEASY OVER RISING PRICES. 
REPRESENTATIVES OF 32 INDUSTRIAL BODIES MET FEBRUARY 8, 

TO CRITICIZE POWER COMPANIES' PLANS TO INCREASE THE 
PRICE OF ELECTRICITY BY NEARLY 100 PERCENT FOR 
INDUSTRIAL CONSUMERS (AND BY NEARLY 50 PERCENT FOR 
DOMESTIC USERS). INDUSTRIAL USERS CHARGE THAT THE POWER 
COMPANIES ARE THUS ATTEMPTING TO COMPENSATE FOR REDUCED 
CONSUMPTION, AS WELL AS INCREASED FUEL COSTS. (A SEPARATE 
REPORT ON THE IMPACT OF THE ENERGY SHORTFALL ON HONG 
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KONG'S ECONOMY AND TRADING POSITION WILL BE SUBMITTED 
SHORTLY.) 

4. THE GOVERNMENT, MEANWHILE, IS EXPECTED TO RELEASE 
SOON ANOTHER CONSULTANTS' REPORT ON A CONTROVERSIAL 
OIL REFINERY AND PETROCHEMICAL PLANT (A-299, NOVEMBER 6, 

1973). ALTHOUGH SUCH A PROJECT WOULD SERVE TO REASSURE 
THE COMMUNITY REGARDING PETROLEUM AND PETROCHEMICAL 
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SUPPLIES, THERE ARE RESERVATIONS OVER POSSIBLE IMPACT 
ON THE ENVIRONMENT. 

5. HONG KONG'S OIL STOCKS, WHICH DIPPED PERCEPTIBLY 
DURING OCTOBER-NOVEMBER, HAVE NOW NEARLY RETURNED TO 
LEVELS HELD BEEORE THEN, I.E., TO NEARLY ONE MONTH'S 
SUPPLY. IT IS TRUE THAT DEMAND HAS EALLEN DUE TO THE 
SWITCH TO DAYLIGHT SAVING TIME, CURTAILMENT OE LIGHTING, 
HIGHER EUEL PRICES AND SHORTAGE OE INDUSTRIAL RAW MATER- 
IALS. WE ANTICIPATE, HOWEVER, THAT DEMAND WILL SOON 
RISE AGAIN AS RAW MATERIALS BECOME AVAILABLE TO MEET 
EXPANDED INDUSTRIAL PRODUCTION SCHEDULES AND AS AIR 
CONDITIONERS ARE SWITCHED ON. EORTUNATELY, FURTHER 
ECONOMIES ARE POSSIBLE; A JAPANESE CONSULTANT HAS JUST 
REPORTED THAT UP TO TWENTY PERCENT OE EUEL CONSUMED BY 
INDUSTRIAL PLANTS HERE IS WASTED THROUGH LACK OF PROPER 
CONTROL. MEANWHILE, THE ADDITIONAL SUPPLY OE CHINESE 
OIL IS INDEED "MOST WELCOME ". 

ALLEN 
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